CHAPTER XI

ECONOMIC  POLICY

The co-ordination of economic policy has been a growing problem as
the State has intervened more actively in economic affairs, and machinery
has had to be devised to meet it. Until 1906 the economic problem
was thought of primarily as a fiscal one and, since free trade was the
policy adopted, the functions of the State were almost entirely regula-
tory except for the 'gas and water socialism' which developed in the
second half of the nineteenth century through controlled or publicly
owned monopolies, and except for the provisions of the poor laws,
which had remained unchanged in principle since 1834. The Liberal
Governments of 1906 to 1914 did not go much further, though they
began to re-distribute income by increasing taxation and developing
social services. Between the wars, however, unemployment became the
major political problem, while the growth of the Labour party and world
conditions generally focused attention upon economic problems and
compelled Governments to intervene more actively in industry. The
fiscal policy was changed in 1932, but it had already become a question
of relatively minor importance, since tariffs are only one of the methods
for controlling economic development.

The first effect of the changed attitude was an increase in the number
of departments concerned with economic matters. In 1906 there were
only the Treasury, the Board of Trade, the Board of Agriculture and
Fisheries, the Local Government Board (in respect of the poor law),
and the counterparts in Scotland and Ireland of the Board of Agricul-
ture and Fisheries and the Local Government Board. Four Insurance
Commissions were added for the administration of the health insurance
scheme. The war of 1914-18 did not at once change the administrative
arrangements, though the functions of the Board of Trade were
changed considerably, and the Ministry of Munitions, established in
1915, began the process of State intervention in industry. In the Lloyd
George Government, however, the Ministries of Labour, National
Service, Pensions, Food and Shipping were established, mainly by the
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